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A) PURPOSE OF THE INVESTMENT STRATEGY 

 

The commercial investment strategy is designed to meet the dual purposes of providing the 

Council with a framework to help it shape, manage and prioritise its existing and planned 

investments and to support transparency of reporting for investments and associated risks. 

Local Government is increasingly reliant on commercial investment income to supplement its core 

funding, and this area is subject to significant scrutiny, both on a local and national level. In 

response to funding cuts Councils are increasingly using their ability to borrow funding at relatively 

low cost to invest in commercial assets that will provide them with future income streams. When 

such investments are successful they provide a legitimate means to reinvest into core services that 

would otherwise have to be reduced as austerity reduces traditional funding sources. However, 

such investments inevitably carry a degree of risk and there is concern that some Councils may 

take on excessive risks or invest on a scale which could endanger their future viability.  

To address such concerns, this framework seeks to ensure that Cheshire West and Chester 

Council have a clear set of guidelines that it will use when considering commercial investment 

opportunities. It sets out the types of commercial investment that the Council will make; how each 

decision will be made and the financial and risk based considerations that will be factored into each 

decision.  

The framework enables the Council to make more evidence-based recommendations on individual 

investment opportunities and to manage risk across its wider commercial portfolio.  It also sets out 

the basis on which ongoing performance will be managed, monitored and reported following any 

investment decision.  

This document considers how this approach applies to the different types of investment the Council 

may undertake; further details on each area are included in section E. 

1. Financial Investments – Investments made solely for financial purposes, including 

treasury management and Pension Fund investments. These investments are lower risk 

with precedence being given to the recoverability of the sum invested over the return 

generated on the investment.  

 

2. Strategic Investments - Investments that seek financial returns but also support wider 

Council objectives such as regeneration, housing need or local economic growth. These 

are typically longer term and funded from borrowing. They need to balance the Council’s 

willingness to accept some risk with the opportunity to make a higher rate of return. 

 

3. Commercial Operations – These are services where the generation of revenue plays a 

significant role. The strategy seeks to ensure that these services operate as effectively as 

possible and are generating surpluses which can help to fund wider Council services. 

 

4. Council Owned Companies - Investment through and into Council owned companies in 

order to generate future income or savings for the Council. While not all companies are 

created for primarily commercial purposes, they can offer the potential for the Council to 

operate more commercially, offer a wider range of services and to trade those services with 

other customers.  
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B) INVESTMENT OBJECTIVES 

 

Since its inception, Cheshire West and Chester Council have always made significant commercial 

investments. Decisions to make or grow these investments tend to be made on a case by case 

basis, targeting high impact investments with the right balance of risk and reward and the potential 

to make a significant contribution towards the improvement of the Borough or the delivery of 

services.  

Examples of previous investment decisions include: 

- Delivery of the Barons Quay retail and leisure scheme in Northwich; 

- Acquisition of assets within Winsford Town Centre; 

- Underwriting phase one of the Chester One City Place development; 

- Maintaining a commercial property portfolio valued at over £100 million, generating an 

income stream of around £8 million per annum; 

- Creation of a £10m fund to support business growth within the local Enterprise Zones; 

- Creation of Council Companies that are able to operate commercially. 

Annex 1 to this strategy provides an overview of the scale of investments made to date by the 

Council and the income that they generate. 

 

Why the Council needs to make investments? 

The table below sets out the main reasons the Council undertakes commercial investments. 

Individual schemes may not fit neatly into a single category and many schemes seek a balance 

between seeking a pure commercial return and achieving wider Council policy objectives. Each 

opportunity will be considered on a balanced judgement of the benefits of the scheme against the 

risks involved.  If the Council did not undertake any investment there would be a negative impact 

on both the local economy and its own finances. 

 

Commercial 
Investment Type: 

Description 

Economic 
- To generate an income stream to support future delivery of services 

- To achieve capital growth to facilitate future investment 

Regenerative 
- To support the future economic growth of the Borough 

- To regenerate key strategic locations within the Borough 

Efficiency 
- To invest in the delivery of Council services in a way that reduces 

existing or future duplication, risk, cost or increases output 
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C) INVESTMENT RISK FRAMEWORK 

 

Alongside the potential benefits from investing, the Council will always take into account the risks 

that are relevant to any individual investment decision. Crucially, it must also take into account its 

overall exposure to risk across its whole portfolio of investments. This framework ensures that the 

Council makes investment decisions based on a holistic view of its risk exposure including (but not 

limited to):  

 

 Sectoral  Will the investment leave the Council particularly exposed to a downturn in 

any part of the economy that could reduce its income or the value of its 

assets, e.g. retail or industrial?   

 Counterparty Will the Council need to provide guarantees which could result in further 

costs should a third party not perform (for example, underwriting risk in a 

private sector property development or providing a company guarantee)?  

Would the Council become over-dependent on income from organisations 

that have poor credit ratings or are at significant risk of being unable to fulfil 

their commitments? 

 Operational Is the repayment of an investment based on realistic assessments of the 

Council’s ability to deliver efficiency savings or generate the income that is 

necessary to finance the costs of the investment? Has the Council taken 

appropriate independent advice? 

 Gearing  Does the investment leave the Council with an overly high proportion of 

fixed costs (e.g. loan repayments) which are reliant on uncertain income 

sources to fund them, e.g. future property lease income or business profit. 

 

 

The overall investment objective therefore seeks to balance risk and reward: 

“To invest for the benefit of the Borough’s residents, businesses and 

visitors in a way that is sustainable, delivers returns commensurate 

with the risks involved and always with awareness of the Council’s 

overall level of risk exposure.” 
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D) GOVERNANCE, DECISION MAKING AND REPORTING 

 

In order for the Investment Strategy to be effective it needs to ensure that the right information is 

made available to both officers and Members to enable effective decision making and monitoring of 

performance.  

Investment Governance Structure 

The main bodies with responsibility for the Council’s investment strategy are set out below. These 

groups would be advised by officers from within the Council’s Commercial Management, Finance, 

Property and Legal services and any specialist external advisors supporting the investment 

strategy. 

Body Membership 
 

Role in Relation to Investments 

Capital & 
Investment 
Board 
 

 
Chief Operating Officer 
Deputy Chief Executive – Places 
Director of Finance 
Director of Commercial Management 
 
Support officers as needed 
 

 
Oversight of investment portfolio 
Application of Investment Strategy  
Consider investment performance  
Management of risk profile/exposure  
Annual update of Investment Strategy 
Delegated investment decisions 
 

 
Cabinet  
 

  

Consideration of investment priorities 
Non PRP investment decisions (£0.5m+) 
Investment performance reports 
 

Council 

  

Non PRP investment decisions (£1m+) 
Annual approval of investment strategy 
 

 

Decision Making Protocols (for new investments) 

The Council has a well-established constitution which sets out the powers of individuals or bodies 

to approve expenditure on behalf of the Council. Investment decisions need to fit within this 

framework but, due to the sometimes time sensitive nature of the decisions required, there is also 

a need to ensure that sufficient delegated authority is in place to enable opportunities to be 

pursued where they meet the Council’s investment aims.   

The Council is currently undertaking a review of its key commercial investments and is taking 

independent advice on how it can grow the contribution they make to the Council. These reviews, 

due to conclude in late 2019-20, will indicate areas where the Council can either replace some its 

existing assets with higher performing alternatives or increase the overall scale of investment in a 

prudent manner. Through this process the Council will be seeking to increase its net income 

generation and reduce its exposure to key risks. 

Where replacing existing assets there is an established protocol for making streamlined decisions 

in the form of the Property Reinvestment Programme (PRP) strategy. Subject to the agreed control 

framework, this allows officers to reinvest capital receipts generated from selling commercial 
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properties back into new replacement assets that offer better returns or wider benefits, without 

returning for further member approvals. 

There is currently no equivalent delegation for investments that depend on borrowing. As such 

investments require new borrowing outside the capital programme they are categorised as 

unfunded and require full Council approval each time. It can take up to 12 weeks to gain approval 

through the committee system and this is not conducive to the quick turnarounds required in the 

commercial investment world.  

The Council’s commitment to ensuring its investments are not just financially attractive but also 

local and beneficial to wider Council objectives means that there will only be a limited number of 

attractive opportunities each year. To ensure the Council is able to secure such assets, and the 

returns they bring, it will be necessary to act promptly whenever they arise.  

The Council is currently investigating options as to how decision making processes could be 

streamlined without undermining the transparency and robustness of the current processes. It is 

anticipated that proposals will be available for consideration by Council early in 2020-21 alongside 

the outcomes of the ongoing review of its commercial investment portfolio.  

Further details of the existing PRP strategy are set out in Annex 2. 

 

Investment Performance Monitoring 

Under this strategy reporting on the ongoing performance and impact of investments will 

strengthened. The primary focus of investment performance reporting will be to determine whether 

or not the Council is achieving an appropriate return on its investment portfolio given the level of 

risk it is carrying.  

Not all investments will be expected to achieve the same level of return so this will focus on 

whether distinct investment types are achieving the benchmark return that would be expected of 

them. This will consider the income or savings being generated in any particular period but also, 

where relevant, any changes in the estimated longer term value of the investments held and the 

recoverable amount. The reporting also looks at the Council’s holistic risk exposure and the 

effectiveness of the approach in both minimising and diversifying those risks. 

A range of core investment performance indicators have been proposed by the Ministry for 

Housing Communities and Local Government (MHCLG), where relevant these will be incorporated 

into monitoring reports along with additional local Key Performance Indicators in such areas as:  

Investment Value 

 Benchmark returns for each asset 

class and overall portfolio 

 Payback periods for each investment 

 Risk weighted realisable/market value 

 Wider benefits enabled through 

investment  

Risk Measures 

 Overall Council funds at risk  

 Diversification of risks across 

different markets 

 Maximum single investment risk 

Annex 3 provides an assessment of the Council’s existing investment portfolio, using a number of 

the MHCLG measures.  
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E) FORMS OF INVESTMENT 

The following sections and supporting annexes provide more detail on each of the different types 

of investment the Council undertakes, their purpose, how new investment opportunities will be 

assessed and how the performance of existing investments is monitored. 

SECTION 1: FINANCIAL INVESTMENTS 
 

Financial investments are those made solely for the purpose of generating a financial return. While 

there may be some restrictions on how funds are invested (e.g. ethical frameworks) the primary 

considerations are the return that can be generated and the associated risk.  The Council makes 

financial investments on a daily basis and these can be grouped into two main areas, Treasury 

Management investments and Cheshire Pension Fund investments. 

 

A) Treasury Management Investments 

This strategy sets out how the Council manages its cash balances, ensuring that it can continue to 

meet its statutory responsibilities and operate effectively while still generating a return on any 

surplus cash held.  A Council usually receives its income from Council Tax, Business Rates and 

grants in advance of incurring costs paying staff and suppliers. In addition a council will hold 

reserves that will be spent at some point in the future. As a consequence a council will usually hold 

cash balances that are waiting to be spent.  

The Council typically holds balances of between £40 - £100 million at any point in time and this 

pattern is largely expected to continue during the coming year.  As these cash balances will 

ultimately be needed to deliver core services, they are managed prudently to ensure that the 

Council always has access to cash at the point it needs it.   

The underlying principles of the Treasury Management policy are set out below 

 The primary aim when investing public funds is the security (i.e. preservation) of capital.  

 The liquidity, or accessibility, of the Council’s investments is a secondary consideration.  

 The yield (i.e. rate of return) is only considered once the security and liquidity objectives 

have been satisfied. 

 

The return of the capital is more important than the return on the capital. 

Despite this, the Council still anticipate generating approximately £0.85m of investment income 

from the funds it invests though its Treasury Management Strategy in 2018-19. This relatively low 

level of return (approximately 1.25% of the average sums invested) reflects the degree of security 

the Council needs over such investments.  

CIPFA (the professional accountancy body of the public sector) requires that all Councils produce 

a treasury management strategy setting out the activities that the Council plans to undertake in the 

forthcoming financial year.  The investment elements of that strategy set out both the type of 

financial instruments (bonds, gilts, investment funds etc.) in which the Council is able to deposit 

monies and the scale of any investment with a single counterparty, further details are set out in 

Annex 4. The Council utilises specialist treasury management advisors to help develop these 

strategies and manage the risk. 
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B) Cheshire Pension Fund Investments 

Cheshire West and Chester Council is also the administering authority for the Cheshire Pension 

Fund and in this capacity it invests the Pension Fund’s assets on behalf of the Fund. These 

investments are made with the sole objective of ensuring there is sufficient money available to 

meet the future costs of paying benefits to current and future pensioners.  

Cheshire Pension Fund’s assets are totally autonomous from those of the Council and it sets and 

manages its own investment strategy. The longer term planning scenario for the Fund mean their 

investment strategy will be more aggressive than the Council’s Treasury Management policy and it 

gives greater prominence to the long term return and future value of investment. As such this 

strategy allows for usage of a wider range of investment options.  

The Pension Fund currently utilises investment managers to ensure that it can achieve the 

appropriate balance of risk and return on its investments. In April 2018 the Fund became a partner 

(and owner) of LGPS Central, an asset management company established to manage £40bn of 

assets across 8 LGPS Funds.  

As activities are gradually transferred to LGPS Central, they will help to improve efficiency in 

dealings with investment managers, and provide economies of scale by enabling the Funds to 

access investment classes (e.g. infrastructure) that would previously have been too large scale for 

an individual Fund to utilise.  

The current Cheshire Pension Fund strategy can always be found on the Pension Fund’s website: 

www.cheshirepensionfund.org 

Whilst the strategy implemented by Cheshire Pension Fund will have many parallels with the 

Council’s, the Pension Fund is governed separately and the determination of that strategy sits 

outside of the scope of this document. 

 

 

 

  

http://www.cheshirepensionfund.org/
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SECTION 2: STRATEGIC INVESTMENTS 

 

The Treasury Management Strategy determines how the Council uses surplus short/medium term 

cash balances and as such prioritises the security of any investments over the potential yield. As a 

result these investments only generate relatively low levels of financial return relative to the 

amounts invested.   

The Council also has the ability to fund investment through borrowing, providing that such 

investments are not undertaken solely for financial gain and also contribute to the delivery of wider 

Council objectives. As such investments are not dependent on using cash that will ultimately be 

needed for core services, the balance of risk and return that can be considered is different and the 

Council is able to consider longer term and potential higher risk investments. As a result it would 

also be able to attract better financial returns. 

This is an area of particular scrutiny at present with the Ministry for Housing, Communities and 

Local Government (MHCLG) keen to ensure that Council’s do not take on excessive risk in pursuit 

of new income sources or operate outside of their remit as a local authority.  Should Councils 

(collectively) not be seen to be acting responsibly in their stewardship of public funds, then MHCLG 

may choose to enact new legislation to limit freedoms to invest. 

The Council’s own investment strategy remains consistent with MHCLG guidance, with 

investments only being considered if they offer an appropriate balance of risk and return and 

contribute towards the Council’s wider objectives. This means investments will remain focused on 

opportunities in the local area and the overall scale of investment is managed to ensure it does not 

place the Council’s core functions at risk. 

Undertaking strategic investments is not a new approach; the Council has a long history of 

investing or supporting investment in local facilities, most significantly through major regeneration 

projects considered critical to the commercial, economic and cultural future of the borough. Such 

projects are undertaken with the aim of regeneration, providing additional economic benefits or 

addressing where the market has failed to provide the desired outcome for the area.  Such 

schemes are typically delivered through the use of self-financing development accounts with the 

Councils upfront investment being repaid over time through future income generation.   

Investments that would fit within this category are: 

 Placemaking/ Regeneration schemes such as Barons Quay, Northwich or Winsford 

Cross Shopping Centre. 

 Residential housing developments to deliver new housing within the borough and 

generate future income for the Council. 

 Commercial investment programmes with a specific focus on financial returns, e.g. 

Property Reinvestment Programme. 

 Council support to underwrite risks on private sector funded developments, e.g. 

Chester One City Place. 

The Council will also consider opportunities to investment into funds (e.g. CCLA Property Fund, 

Real Estate Investment Trust (REIT) or similar funds). These funds invest in similar assets but 

diversify risks by spreading the risk over multiple bodies and asset types. Limited investment into 

such funds is already permitted under the Treasury Management Strategy. 
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Strategic Investment Criteria 

When undertaking strategic investments, the Council will almost always need to accept some level 

of financial risk in return for the benefits being sought. It is important that such decisions are only 

taken following a full consideration of the relative value of those risks and benefits and an 

assessment of how they will impact on the Council’s overall risk profile. 

This framework sets out a consistent set of criteria which must always be considered before the 

Council enters into such an investment and the safeguards that will need to be in place to help it 

manage such risks effectively. 

The minimum criteria to be considered for any potential investment are as follows: 

 Alignment to Objectives - Under the Prudential Code, Councils should not borrow solely 

to reinvest that money for a financial return; this would be considered to be “borrowing in 

advance of need” and would only be allowable in exceptional circumstances. 

 Viability – Assessing the returns that the investment would offer compared to market 

benchmarks 

 Risk Assessment - Consider the range of potential outcomes and ascertain the likelihood 

of success 

 Impact on wider Council – Demonstration that the investment does not place the wider 

Council’s ability to operate at risk. It must not tie up resources into long term situations to 

the extent that short term needs cannot be met. 

 Realising the Value/Exit Strategy – Consideration of how and when the value of the 

investment can be realised, including a liquidity profile and a fully costed exit strategy 

 Independent Advice - The use of external expertise where required to enhance the 

internal knowledge/skills of officers and provide a greater level of assurance on the risks 

and mitigations involved 

 

Further details on how each of these areas will be considered are included on the following page 

and the specific assessment that will be undertaken (including tests and benchmarks) is set out in 

Annex 5. 
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How the investment criteria will be applied 

Criteria 
 

Requirement 

Alignment 
to Council 
Objectives 

 Each investment must be transparently linked to helping the Council 
deliver its core purpose. This is the delivery of statutory services to local 
residents and ensuring the general wellbeing of the borough and its 
residents.  

 If investing in non-core activities and investments, it will need to disclose 
how the financial contribution generated will contribute towards the 
delivery of core functions. 

Viability 
 A cost/benefit analysis to fully understand the likely returns, identify any 

hidden costs and include key metrics such as Net Present Value (NPV), 
Return on Investment (ROI) and Payback period (compared to a 
benchmark rate relevant to the proposed investment) 

 Any return/yield must be considered on a full cost recovery basis, with the 
full cost of investment understood and ongoing costs (including any 
financing costs and any recharges) fully accounted for. 

Risk/ 
Impact 

 Consideration will be given to the nature of the risk each investment 
exposes the Council to and whether this is a risk the Council can 
effectively manage 

 The impact on the Council’s overall risk profile must be considered to 
ensure the investment does not place an excessive level of risk within a 
single sector, investment type or body 

 Where income is not guaranteed or returns are based on future asset 
values, investment decisions will be based upon a balanced view of the 
likely investment performance, not a best case scenario. 

Exit 
Strategy 

 The ability to recall invested funds must be considered including the 
length of time and the ease with which said investments could be 
recovered or converted into cash. 

 Each proposal will have an exit strategy clearly articulated in the original 
investment case which will provide an indicative timeline for the 
repayment of capital / returning of funds once the decision has been made 
to divest. 

External 
Advice 

 All inputs to the investment model should be based on the advice of a 
suitably qualified individual. For investments where the Council does not 
have significant experience and market knowledge, professional advice 
should be taken to confirm understanding of key risks, likely returns and 
value 

 The quality of the external advice will be measured through the 
performance of each proposal against the benchmark/hurdle rate in the 
original business case and reported through to the Investment board 
regularly 
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SECTION 3: COMMERCIAL OPERATIONS AND SERVICES 

 

As well as making investments into financial and commercial assets, the Council also operates a 

number of services which at least partially exist in order to generate income. In some cases the 

income raised is restricted and must be reinvested into the same service area (e.g. on-street 

parking, housing) and in others the income can be used to support any Council priority (e.g. off-

street parking, property). 

The Council has historically made and continues to make significant investment (property, 

infrastructure, staff time and cash) into income generating activities and given that investment, it is 

critical it takes a professional and business-like approach to managing those services, reviewing 

risks and monitoring their performance.  

Commercial activities are important for a number of reasons: 

 Funding reductions mean the Council is increasingly reliant on using surpluses from 

commercial services to fund core services 

 The Council has invested in the infrastructure and assets used by these services and 

needs to ensure they are delivering value 

 Commercial services change rapidly and competition from the private sector can erode 

the viability and value of these services over time 

 

Scope of Commercial Services 

The most significant commercial service is the commercial property estate. The Council operates a 

commercial property estate valued at over £120m and through that generates significant financial 

returns through rental income. These properties also play a pivotal role in driving economic growth 

through job creation and facilitating regeneration. The strategy for the Council’s commercial 

property estate involves continually identifying poorer performing premises across the Borough in 

order to identify whether they should be repaired, redeveloped or sold with the sale proceeds 

invested in redevelopment or new purchase of assets to improve the overall Portfolio performance.  

The commercial property portfolio is not the only area where the Council uses its assets to 

generate income, the scope of this strategy includes: 

 Commercial property portfolio 

o Industrial Units 

o Retail Units 

o Markets 

o Farms 

 

 Car parking provision 

o City/Town Centre parking 

 

 Housing Development 

o General Needs Housing

In all cases, these services do not operate solely to achieve commercial returns and the income 

generation performance will need to be considered in the light of their wider objectives of the 

service.  For example, the Council’s parking strategy seeks to balance the need to generate 

income with the need to keep the access to town centres affordable and to support local 

businesses. 

Summary information about the scale of these services and the income they generate is included 

in Annex 6.  
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Investment Performance Framework 

Investments in commercial services will be monitored against the following objectives: 

 
Financial Return 

 To maximise the financial return from each commercial service, subject to 
an acceptable level of risk 

 To achieve a target return that is reflective of the investment made into 
the service and its assets 

 

Sustainability 

 To develop sustainable and long term business strategies (within the 
legal framework in which the Council operates) 

 To review the viability of non-statutory commercial services on a triennial 
basis in order to ensure they continue to provide value for money 

 To retain existing business/demand or ensure that known reductions in 
demand are mitigated 

 To develop existing public sector skill sets to enable staff to operate in an 
increasingly commercial environment 

 

Market Management 

 To respond to changes in demand in order to ensure that the Council 
targets its investment at the most profitable areas. 

 To review fee and charging structures annually in order to respond to the 
changing business environment 

 Increase market share (where appropriate) in order to generate financial 
returns that are of benefit to the Council.  

 
 
The overall aim for all discretionary commercial services and activities is that 
they should be a positive contributor to the Council’s finances, generating a 
surplus which helps fund core Council services. 
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SECTION 4: COUNCIL OWNED COMPANIES 

In recent years the Council has established a number of arms-length companies which operate 

semi-independently of the Council but remain at least partially within Council ownership. There are 

currently five material companies in which the Council has a significant stake, a sixth, the new 

Council owned waste collection company will become operational in late March 2020. 

Company Ownership Status Turnover Services 

Vivo 100% CW&C Company   £14m p/a  Social Care Provision 

Brio 100% CW&C 
Community 
Interest 
Company  

£13m p/a 

 Leisure services 

 Civic Halls 

 Entertainment 

 Wellbeing Services 

Qwest 
49% CW&C  
51% Engie 

Company £16m p/a 

 Facilities Management 

 Contact Centre 

 Business Operations 

 Property Works 

Edsential 
50% CW&C  
50% Wirral MBC 

Community 
Interest 
Company 

£20m p/a  School support services 

Avenue 
Services 

49% CW&C 
51% Sanctuary 

Social 
Enterprise 

£2m p/a 
 Neighbourhood services 

in Blacon 

Waste 
company 

100% CW&C Company £15m p/a  Waste collection  

 

In addition the Council also holds equity stakes in a range of other entities where either the scale of 

the business is smaller (e.g. HQ Management Company, ENTEP) or the Councils shareholding is 

smaller (e.g. LGPS Central or the UK Municipal Bond Agency). While not shown in the table above 

the status, value and performance of such investments is subject to the same monitoring and 

consideration as the larger holdings. 

While not all of these companies were set up for the purpose of creating an investment they are 

included within the investment framework because they carry similar characteristics to other 

investments: 

 Value - The Council shareholdings have a value which will be affected by performance and 

could (with restrictions) be sold or passed to a third party 

 Returns - Where the companies make profit, this can in part be distributed back to the 

Council (restricted for Community Interest Companies). The Council is also dependent on 

the companies to help it achieve savings on commissioned services 

 Risks - The Council holds various risks (e.g. recoverability of loans made, pension 

guarantees given, exposure to losses if company fails) 
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Company Framework 

The Council has recently updated its overarching company framework to reflect its future ambitions 

for its companies. The framework seeks to balance the need for the companies to remain viable 

and deliver returns against the wider social and operational impact they can have. As such, the 

companies retain many of the same characteristics and social values as the Council but can 

operate more flexibly within their given markets.  

Looking to the future it will work with its companies and fellow shareholders to support the 

Council’s outcomes across 6 broad themes;  

 Support co-operative principles 
 Be a responsible employer   
 Deliver better products or services for our residents through partnership working  
 Develop a strong social value proposition which supports Council outcomes 
 Deliver value for money for the Council 
 Support the sharing of risk and reward  

 

A copy of the full company framework is included as Appendix P to the Budget Report 

 

Governance of Council Owned Companies 

The value of the Council’s investment in these companies is primarily managed through its 

shareholding and the influence this provides over each company’s operations.  This degree of 

control and influence that can be exercised diminishes where the Council only owns part of the 

company. 

Each company produces an annual business plan and a longer term strategic plan which sets out 

their priorities and performance targets. These plans need to be approved by the Council as 

shareholder, having given appropriate consideration as to whether or not they will help to deliver 

the Council’s own objectives. Each company has a Management Board that is responsible for the 

company’s operations and the delivery of their plans, but the Council continues to work closely with 

them to ensure their activities remain aligned to the Council’s objectives. 

 

Managing Council Exposure 

Through its ownership of these companies the Council is exposed to risk both directly and 

indirectly. These are monitored through the shareholder role and the Capital & Investment Board. 

 Value of Shareholding – The Council only holds its shareholding on its balance sheet at a 

nominal value (£1 each), as such, it is not exposed to risk from falls in share valuations.  

 

 Profitability/Losses – If the companies perform well financially they can invest in service 

improvements, reduce the cost of their services to customers (often the Council) or retain 

profits for shareholders. To date the Council has chosen to take its benefits through 

reductions in the cost of services provided, resulting in savings to Council commissioning 

budgets.  These benefits had grown to approximately £3m by 2019-20. 

 

Should a company perform poorly they may incur losses. As a responsible shareholder the 

Council would be responsible for ensuring that the company is able to meet its obligations, 

if a company fails the Council may have to step in to ensure continuity of service. In 2019-
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20 Brio, is expected to post an operating loss of £1.6m, the Council is working with Brio to 

return it to a sustainable position. 

 

 Loans – The Council advances loans to some of its companies to ensure they have 

sufficient cash to operate (working capital) and to underwrite short term losses. All loans 

are intended to be temporary, although this can be extended if beneficial to both parties. If 

the company is unable to repay those loans this would become a cost to the Council as it 

would need to write off the balance.  The maximum amount that can be loaned to an 

individual Council owned company is £5m. The Council currently has loans outstanding 

which between them total £2.5m (Mar 19 £2.3m).  

Further details regarding the current position/performance of each of the Council’s main 

shareholdings is set out in Annex 7.
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Annexes 

Annex 1 - Overview of Current Investment Portfolio 

Category Financial 
Investments 

Strategic 
Investments 

Commercial 
Operations 

Council 
Companies 

Investments     

Nature of 
Investment 

Financial 
Instruments 

Properties/ 
Developments 

Properties 
(commercial 

estate, car parks) 

Equity Ownership  
of Companies 

Scale of 
Investment 

Varies daily 
Typically 

£40m-£80m 

Investment costs 
£95m to date 

£150m+ 
(asset value) 

£2.5m     (loans) 
£1.8m  (set up costs) 

Returns     

Nature of Return 
Interest 

Received 

Income Generated 
Capital Appreciation 

Business Rates 

Net Income 
Generated 

Operational Savings 
Income to Council 

Target Return 

Base Rate 
(0.75%) on core 

funds 
 

5% on longer 
term funds 

Varies with risk 
(average 3-6% yield 
over investment life) 

Varies by asset 
(5%-7% yield) 

10% saving on 
CW&C funded 

services (£2.8m p/a) 

Actual Returns 
(2019-20) 

£0.85m income 

 
Net £1.2m cost 

(*see note below) 
 

£7.5m net income 
(5% of asset 

value) 

£3.0m  
from combined 

savings and income 

Impact held 
In Council 

Budget 
On Development 

Account 
In Council Budget In Council Budget 

Key Risks     

Nature of Risks 
Counterparty 
failure 

Rental/lease demand 
Falling capital value 

Operating losses 
External 
competition 

Operating losses 
Company failure 

Risk Level Minimal Significant Significant Moderate 

 

* The returns on strategic investments will vary significantly over time as they are long term 

investments which will make losses in some years and profits in others. The Council utilises 

development accounts to let it smooth out this volatility.  

The loss in 2019-20 entirely relates to Barons Quay which was always expected to make a deficit 

in its early years. As progress has been made with letting the site, it is now possible to better 

assess the development’s longer term commercial sustainability. This has flagged a need to set 

aside £1.5m per annum through the Council’s budgets from 2020-21 onwards. This level of support 

will address the current deficit and make it feasible for the future income generated from the site to 

repay outstanding debt linked to its development and create a sinking fund. Further details are 

contained in the 2020-21 Budget Report.  Outside of Baron’s Quay other investments generated a 

net £0.5m surplus.  
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Annex 2 – Delegated Approval Frameworks 

 

Property Reinvestment Programme (PRP) 

The Council’s commercial property portfolio is a valuable asset from which the Council generates a 

significant financial return through rental income and retained business rates. Ensuring the Council 

holds the correct balance of commercial assets within the portfolio is important. All properties held 

need to be fit for purpose and deliver against their specific objective.  

If the estate declines as properties become outdated or outmoded it restricts the Council’s ability to 

maintain income levels and support the growth agenda so it may sometimes be appropriate to 

dispose of specific properties from the portfolio and reinvest the proceeds in alternatives. The 

ability to ‘trade’ assets in this way, as appropriate, is fundamental to good asset management.  

The PRP strategy seeks to analyse the Council’s property portfolio, then assess and take 

advantage of opportunities within the Commercial Estate. This involves identifying poorer 

performing premises across the Borough in all sectors that may require investment, refurbishment 

and repair, and then deciding whether these properties should be repaired, redeveloped or sold 

with the sale proceeds invested in redevelopment or new purchase of assets to improve the overall 

Portfolio performance. This is a continuous process. 

 

PRP Parameters and Criteria 

Delegated authority to reinvest commercial property receipts into replacement assets is dependent 

on complying with the following principles.  

 PRP applies only to the properties within the Commercial Property Portfolio;  

 A clear business case must be prepared covering all capital and revenue implications.  

 The proposal should align with the Asset Management Plan, support the growth agenda, 
demonstrate clear benefits to the Council and the wider community and where possible 
maximise external funding opportunities. 

 Receipts from multiple sales can be combined to fund a larger scale reinvestment 

 The capital receipt generated and re-invested should be at worst cost neutral to the Council 
at a programme level; 

 

Governance Arrangements 

1) Programme of sales to be endorsed by Capital & Investment Board 
2) Business case agreed by Director of Commercial Management and Director of Finance  
3) Approve the business case will be granted under delegated powers on the following basis: 

 

Investment Proposal (£) Approval Required 

Up to £1m Director of Commercial Management and 

Director of Finance in Consultation with 

Cabinet Member for Finance and Legal 

Over £1m Cabinet Member for Finance and Legal 

In addition to the formal approvals outlined above the relevant Ward Members should always be 

informed of disposal or investment proposals at the appropriate stages. 
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Annex 3 – Investment Risk and Performance Measures 

The Ministry for Housing, Communities and Local Government (MHCLG) have proposed a range 

of measures that Councils are encouraged to use when managing their non-financial commercial 

investments. These measures are intended to demonstrate whether or not the returns a Council is 

generating from its commercial investments are appropriate and to ensure that Council are not 

exposed to excessive risks. 

Portfolio Level Indicators 

The definition of commercial investments adopted in this investment strategy is much wider than 

the one targeted by MHCLG, so the analysis below only reflects the strategic investments the 

Council undertakes and its core commercial property portfolio.   

Selected indicators for all commercial assets 
(strategic investments and commercial property) 

2019-20 
Projected 

2020-21 
Projected 

Trend 

Debt to net services 
expenditure (NSE) 
ratio    
(low = lower risk) 

Indicates the scale of commercial debts 
compared to the Council’s budget (a proxy 
for the Council’s financial strength). 
 

 
32% 

 
34% 

 
Small 

deterioration 

Investment cover 
ratio 
(high = lower risk) 

Measures the extent to which commercial 
income is able to cover any associated 
borrowing costs (interest) 
 

 
311% 

 
333% 

 
Improving 

Loan to value ratio 
(lower = lower risk) 

Compares the amount of outstanding 
borrowing (yet to be repaid/funded) to the 
value of the commercial assets held 
 

 
56% 

 
57% 

 
Stable 

Commercial income 
to NSE ratio 
(low = lower risk) 

Indicates the extent to which the Council 
is dependent on commercial income to 
support its day to day operations 
 

 
3% 

 
3% 

 
Stable 

Income target 
returns 
(higher = better 
performance) 

Compares income generated to asset 
values across the property portfolio (i.e. 
yield) 
 

 
5% 

 
5% 

 
stable 

 

The information above shows that at portfolio level the Council is not unduly exposed to risks as a 

result of its commercial investments. Outstanding commercial borrowing represents 32% of its net 

service expenditure but those investments are generating enough income to cover interest costs 

three times over and the book value of commercial assets is nearly double the value of the 

Council’s debt.  Commercial income only represents 3% of the Council’s net budget requirement, 

so it is not excessively exposed to fluctuations in that income.  

The improvements shown against 2020-21 reflects an expectation of improving income generation 

from sites such as Baron’s Quay and targeted improvements in the wider portfolio. 

Strategic Investment Indicators (only) 

The indicators above benefit from the fact that a large proportion of the Council’s commercial 

property estate has been in local authority ownership for many years and the costs of acquiring or 

constructing most of those properties have long since been fully financed. This means they still 

generate income but have minimal debt or interest costs associated with them.  
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In order to help transparency the same set of indicators are recreated below, but in this case only 

reflecting the more recent strategic investments where the Council has borrowed  to fund the 

acquisition/construction of assets such a Barons Quay and Winsford Cross. 

By limiting the analysis to these strategic investments it is possible to get a clearer picture of the 

risks the Council is carrying on those investments in comparison to its overall activities. 

Strategic Investments Only 
 

2019-20 
Projected 

 

2020-21 
Projected 

Trend 

Debt to net services 
expenditure (NSE) ratio    
(low = lower risk) 

Indicates the scale of commercial debts 
compared to the Council’s budget (a proxy 
for the Council’s financial strength). 
 

 
32% 

 
34% 

 
stable 

Investment cover ratio 
(higher = lower risk) 

Measures the extent to which commercial 
income is able to cover any associated 
borrowing costs (interest) 
 

 
53% 

 
80% 

 
improving 

Loan to value ratio 
(lower = lower risk) 

Compares the amount of outstanding 
borrowing (yet to be repaid/funded) to 
the value of the commercial assets held 
 

 
160% 

 
163% 

 
Stable 

Commercial income to 
NSE ratio 
(low = lower risk) 

Indicates the extent to which the Council 
is dependent on commercial income to 
support its day to day operations 
 

 
1% 

 
1% 

 
Stable 

Income target returns 
(higher = better 
performance) 

Compares income generated to asset 
values across the property portfolio  
 

 
2% 

 
4% 

 
improving 

 

The main difference are on the second, third and last indicators.  

 The investment cover ratio shows that in isolation these investments currently only 

generate 53% of the income needed to meet their associated borrowing costs. As 

previously referenced this is due to the level of voids in Baron’s Quay and the position is 

expected to improve as more lettings are made in 2020-21. 

 

 The loan to value ratio is similarly impacted by the current level of voids, these reduce the 

recorded valuation of the assets and mean that outstanding loans are currently just over 

150% of the asset value. This would be a concern if the Council intended to dispose of 

these assets in the near future. The Council has recognised it is no longer prudent to 

assume these can be returned to 100% and has allowed for £1.5m of annual revenue costs 

in relation to Barons Quay to reflect the gap. 

 

 Again due to Barons Quay falling voids the income target returns are predicted to improve 

from 2% to 4% next year but both figures remain lower than the longer term targets of 6%+. 

The measures above reflect existing live investments; they don’t include schemes still in 

development (e.g. Northgate) or other opportunities that may arise over the next 12 months. As 

these measures reflect risks, when the Council does undertake further investment, this will 

increase the risks and this will be reflected in future indicators.  
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Annex 4- Allowable Financial Investments (Treasury Management) 

The table below shows the maximum investment thresholds with a single counterparty, as set out 

in the Treasury Management Strategy 

Investment Types Investment limits 
 

 

 Gilts (UK Government bonds)  

 Treasury Bills (short term UK Government bonds)  

 Deposits with the Debt Management Account Deposit 
Facility 
 

 
No limit 

 

 Deposits and Certificates of Deposit (CDs) with high 
quality banks and building societies subject to a Reverse 
Repurchase Agreement (Repo).  
 

£22.5m limit     (Lloyds only) 

£20m limit with other banks 

 

 Unsecured deposits and CDs with high quality banks 
and building societies  

 Bonds issued by Multilateral Development Banks (MDB)  

 Deposits with other UK local councils and pension funds 

 Bonds issued by UK local councils  

 Commercial Paper (bonds) issued by high quality 
corporate bodies  

 Constant net asset value (CNAV) money market funds  

 Corporate Bonds issued by high quality corporate bodies  

 Covered Bonds with a high quality credit rating  

 Variable net asset value (VNAV) money market funds  

 Strategic pooled funds (equity, property and bond funds) 

 Real estate investment trusts (REITs) 

 Other Money Market and Collective Investment 
Schemes  

 

 
£12.5m limit     (Lloyds only) 
 
The higher limits set with 
Lloyds allows for the Council’s 
‘daily money market dealing’ 
process to be more efficient 
and avoids incurring bank 
charges on the placing of 
deposits which are of relatively 
small value. 
 

 
£10m limit on the amount 
invested with other banks, 
bodies, councils, funds or 
schemes 
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Annex 5 - Investment Criteria for Future Strategic Investments 

In addition to the common criteria that are reflected in Section 2, the process that will be followed 

to assess strategic investment opportunities is as follows:  

Step 1: Investment is assessed and assigned a category based on the “repayment risk”.  

This reflects how certain it is that the income in the investment case will be received.  

Risk 
Category 

Characteristics 

Low  The business case income (80% or more) is secured against an institutional grade 
covenant (Aa3 – Financial institutions and public sector) for a period in excess of 15 
years. 

 No exposure to sectors with higher levels of default and obsolescence risk, such as 
healthcare, restaurants, retail and leisure. 

 Asset (if a property) is in a core location, increasing the probability of the tenant(s) 
renewing its lease.  

 The asset does not come with a high level of obsolescence/depreciation risk that 
requires considerable capital expenditure at expiry/exit. Where depreciation risk does 
exist a prudent allowance for capital expenditure must be included in the business 
plan.  

Medium  The business case income is secured against [good] grade covenants and is 
sufficiently diversified.  

 More likely to include multi-let properties and avoiding assets where a large proportion 
of income is dependent on a single tenant. Properties will likely have a diversified 
expiry profile. 

 May include less secure income streams or reliance on demand (e.g. car parking 
income) provided that income is supported by appropriate supply/demand evidence. 

 Asset (if a property) is in a core location, increasing the probability of the tenant 
renewing its lease.  

 Limited exposure to sectors with higher levels of default and obsolescence risk, such 
as healthcare, restaurants, retail and leisure. 

High  The business case income is secured against a mix of covenants. 

 The income is reliant on a small number of individual entities and those entities are 
[good] but not institutional covenants.  

 May include less secure income streams or reliance on demand (e.g. car parking 
income) provided that income is supported by appropriate supply/demand evidence. 

 Asset (if a property) may be in a non-core location, increasing the re letting risk in the 
event of a tenant exit.  

 Investment contains exposure to sectors with higher levels of default and 
obsolescence risk, such as healthcare, restaurants, retail and leisure. 

 

The purpose of this initial assessment is to ensure that investment decisions are benchmarked 

against appropriate performance targets that are relevant given the level of risk within the 

investment. The higher the underlying risk assessment, the more challenging the financial criteria 

that are applied 
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Step 2: Test investment against financial criteria 

 Repayment Risk 

Criteria and Description  
 

Low Medium High 

Internal Rate of Return (IRR) 
The investment should target a minimum investment 
return that is appropriate given the risk. This is at 
Asset Level (i.e. before financing costs) and should 
take into account any anticipated change in the value 
of the asset that will ultimately be realised by the exit 
strategy. 
 

3.0% 
IRR 

4.5% 
IRR 

6.0% 
IRR 

Net Present Value (NPV) 
The present value of the investment cash flows after 
financing costs should be positive. Financing costs 
should assume a fixed rate of interest on either an 
annuity or a maturity basis, dependent on the 
business case.  
 
The discount rate in the NPV calculation should be 
based on the target level of return for the relevant 
investment. 
 

Positive  
NPV 

Positive  
NPV 

Positive  
NPV 

Cash Returns  
There should be enough income in cash terms to 
cover all costs over the life of the business case. 
There is a margin of up to 10% of total net asset level 
income for this test. 
 

Positive Cash 
Flow 

 
(Margin - 10% 

of total net 
income) 

 

Positive Cash 
Flow 

 
(Margin - 10% 

of total net 
income) 

 

Positive Cash 
Flow 

 
(Margin - 10% 

of total net 
income) 

 

Secured Income Ratio (for Developments) 
Where an investment decision needs to be made 
before it is certain who the ultimate customer or tenant 
will be (i.e. a land purchase or speculative 
construction project), the Council will require an 
appropriate proportion of income to be secured in 
advance. 
 
The ratio is based on the average of years 1-5 
contracted income, compared with the fixed cost of 
the required borrowing. Contracted income means 
unconditionally committed plus any income streams 
that the Council has a high level of certainty over. 
 

1.0x 
 

Contracted 
income over 

first 5 years at 
least equals 

fixed 
borrowing 

costs 

 
 

1.25x 
 

Contracted 
income over 

first 5 years is 
125% of fixed 

borrowing 
costs 

 
 

 
 

1.5x 
 

Contracted 
income over 

first 5 years is 
150% of fixed 

borrowing 
costs 

 
 

Income / Repayment Volatility 
The likely volatility of returns (risk) should be 
proportional to the absolute level of expected returns. 
- The probability that income levels will drop below 
these tolerances in any year is no more than 20% 

Expected 
income  
+/-10% 

Expected 
income  
+/-33% 

Expected 
income  
+/-50% 
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Step 3: Test impact of investment against risk and exposure criteria 

The Council must always be mindful of its overall exposure to risk i.e. holistically, not just on a 

project by project basis. It must also consider its exposure to different economic sectors, 

income/repayment risk and other factors. This is particularly relevant as the Council has limited 

ability to diversify its investments by geography / area. 

In order to ensure that its commercial investments cannot create unmanageable pressures 

upon core services, the Council will cap the level of investment risk it exposes the Council 

to. This cap will operate by limiting the scale of potential income losses to below a fixed 

proportion (10%) of its discretionary annual expenditure in any individual year. For 2020-21, 

this would amount to a maximum risk exposure of £8m. 

Contributors towards this overall level of risk are all commercial income streams (including 

potential additional future costs in the case of guarantees/underwritings) that are required to fund 

the Council’s base budget or to repay loans associated with previous investment decisions.  

The absolute income in each case is weighted based on its inherent level of risk and external 

factors in order to arrive at each sectors “potential theoretical loss”. This aims to demonstrate 

based on different risk factors, what reduction in income (or increase in cost) might arise from a 

negative scenario. How this works in practice is shown in below: 

Risk Exposure Limits – Repayment Risk Category 

The overall risk assessment described in Step 1, captures the majority of other risks relating to an 

investment i.e. default, sectoral, geography, security, depreciation and concentration. The Council 

will therefore seek to ensure that it does not over expose itself to higher risk investments.  

Repayment 
Risk Rating 

(a) 
Total 

Commercial 
Income 

 
(£m) 

(b) 
Potential 

theoretical 
loss 

 
(% of income 

at risk) 

(c ) 
Income  

Risk 
 
 

(a x b) 

(d) 
Potential at 

risk  
 

(%age of 
total 

allowable 
risk) 

Low £1.7m 10% £0.17m 2% 

Medium £9.8m 33% £3.23m 40% 

High £6.3m 50% £3.15m 40% 

Total £17.8m  £6.55m 82% 

 

Both the cap and the model will continue to be refined but at present it indicates that there is still 

capacity to invest as current commercial activities only represent 82% of the maximum risk 

exposure.  
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Risk Exposure Limits – Sectoral 

The above risk ratings combine a series of risks to arrive at an overall assessment. This is useful 

to show the Council its overall level of risk however combining risk factors in this way can disguise 

concentrations of certain risks. For example investing solely in Medium and Low risk assets would 

not trigger a breach of the overall exposure criteria, but if 100% of these investments were in a 

single economic sector this is unlikely to be acceptable i.e. it would understate the overall level of 

risk that the Council is exposed to. The Council therefore monitors its exposure to sectoral risk as 

set out in the table below: 

Economic 
Sector 

(a) 
Total 

Budgeted 
Income 

 
(£m) 

(b) 
Potential 

theoretical 
loss 

 
(% of income 

at risk) 

(c ) 
Potential at 

risk 
 
 

(a x b) 

(d) 
Potential at 

risk  
 

(% of total 
allowable 

risk) 

(e) 
Maximum 
Exposure 
per Sector 

 
(% of total 
allowable) 

Retail £6.1m 40% £2.44m 30% 30% 

Industrial £3.5m 20% £0.70m 9% 30% 

Logistics £0.0m 20% £0.00m 0% 30% 

Housing £0.0m 10% £0.00m 0% 30% 

Office £1.3m 25% £0.33m 4% 30% 

Leisure £0.9m 25% £0.23m 3% 30% 

Financial £0.8m 10% £0.08m 1% NA 

Other £5.2m 20% £1.04m 13% NA 

Total £17.8m  £4.82m 60%  

 

This shows that while the overall degree of exposure is below the maximum level, the proportion of 

that risk concentrated in the retail sector is at the upper limit (30%) that the Council would seek to 

hold in any single sector. These are self- determined guidelines rather than hard limits, but the 

Council would only enter into investments that cause it to exceed these limits in exceptional 

circumstances and with additional assurances over the value of the investment. Should future 

investment opportunities arise in the retail sector the Council would therefore seek to reduce its 

existing risks before taking on additional schemes.  

Given that Council’s often get the biggest policy benefit by investing in higher risk sectors (i.e. 

where the public sector is required to intervene because the market has failed to deliver 

investment), the weightings are always likely to be skewed towards certain sectors or toward 

higher risk investments. This framework aims to provide some meaningful boundaries in order that 

the Council can target its investment in a safe way. 
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Annex 6 – Summary of Commercial Operations (Council trading services) 

Commercial Property 

The table below shows the scale of income currently being generated from commercially managed 

properties, across the main property types.  This demonstrates that after allowing for empty 

properties the service is generating £7.5m of income, this figure is a spot check and will fluctuate 

as leases are agreed or terminated. This represents an average gross yield of approximately 7% 

against asset values recognised in the Council’s latest financial accounts. The average void rate 

across the whole portfolio is approximately 25% but this includes voids at HQ and Dee View 

Business Park which are new lets. Without these the average void rate is around 10%. 

    Asset   Income Voids Income   Void Income 

    Valuation 
 

Potential   Generated 
 

Rate Yield 

    £000s   £000s £000s £000s       

Industrial Units 42,345 
 

4,092 776 3,316 
 

19% 9% 

Retail units 33,082 
 

1,904 199 1,705 
 

10% 6% 

Office/Commercial 34,801 
 

2,870 1,515 1,355 
 

53% 8% 

Land/Ground Leases 27,692 
 

1,270 135 1,135 
 

11% 7% 

    137,920   10,136 2,625 7,511       

 

The table above shows the scale of income generated but not the costs of operating the 

commercial property portfolio. At present these cannot be split by property type so they are shown 

at portfolio level below. 

Income Generated 
  

7,511 

 
Operating Costs (non-staff) 875 

 
Staff Time (estimate) 

 
250 

Net Contribution 
  

6,386 
 

Car Parks 

The Council’s car parks are managed to balance income generation with broader objectives to 

ensure that residents have affordable access to town and city centres and local businesses are 

supported. The analysis below shows the income generated from the main charged car parks in 

key towns and cities across the borough. This represents an average yield of 7% from urban car 

parks, marginally higher than the equivalent in 2018-19. Park and ride provision remains 

subsidised to encourage greener transport options. 

Income generating car 
parks  

Asset Parking 
 

Income Costs Net 
 

Revenue Net Income 

Valuation  Spaces 
 

    Income 
 

Per Space Per Space 
    £000s No. 

 
£000s £000s £000s 

 
£000s £000s 

Chester 28,651 2,220 

 

3,858 1,327 2,531 

 

 1,738  1,140  

EP&N 7,621 2,362 

 

649 478 171 

 

 275     73  

Winsford & Northwich 3,348 1350 

 

194 211 -17 

 

 144   -13  

    39,620 5,932 
 

4,701 2,016 2,685 
 

792 453 

Park and Ride 
 

8,372 3,170 

 

942 1,921 -979 

 

 297   (309) 

Enforcement 
 

    
 

1,207 858 349 

 
  

    47,992 9,102 
 

6,850 4,795 2,055 
 

 753    226  
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Annex 7 – Council Company – Investment Risk and Returns 

Returns on Investment 

The table below summarise the current position with regard to the main Companies the Council 

owns and the scale of investment made and the returns generated. 

Company 

Shareholder Investment/Return 
 

Service Delivery 

Set Up Loans 
 

Investment 
 

Delivery Savings 

Costs Given   Yield 
 

Costs Achieved 

  £m £m   £m/pa 
 

£m/pa £m/pa 

Vivo 0.5 0.6 
 

0.05 
 

14 1.1 

Brio 0.5 0.8 
 

0.02  
 

13 0.0 

Qwest 0.3   
 

0.28 
 

15 0.8 

Edsential 0.2 1.1 
 

0.06 
 

16 -0.4 

Avenue Services 0.2   
 

  
 

1 0.0 

CW Recycling 0.1     15 0.0 

  1.8 2.5   0.41 
 

74 1.5 

This shows that as at February 2020, the Council has made direct investments into the companies 

of £4.3m. The cost of creating the new Waste company is shown as a net cost to the Council, the 

majority of set up costs are being met through transition funding from the outgoing provider. In 

return the Council receives income from the companies of £0.4m (ownership rebates and interest 

income). This represents a yield of 10%. As this is looking at returns to date it doesn’t reflect a 

likely need to significantly increase the scale of the loan provided to Brio before the end of March 

to enable them to manage the cash flow consequences of losses being made. 

In addition there are indirect benefits through the companies delivering savings on behalf of the 

Council. The companies are currently expected to deliver over £70m of services to the Council, 

Cheshire West residents or Cheshire West Schools in 2019-20. Since their inception the 

companies have reduced the costs of these services to the Council by a total of £1.5m per annum, 

after adjusting for inflation. This saving figure is reduced from previous years (£3.0m) to reflect the 

impact of losses being made within Brio during 2019-20 which will need to be resolved.  

Key Risk Areas 

Company 

Main Risk Exposure 
 

Surplus/ (deficit)  

Projected Pension 
 

Operating Projected 

Loans Guarantees 
 

Position Reserves 

  Mar-20 Mar-20 
 

2019-20 Mar-20 

  £m £m 
 

£m £m 

Vivo 0.6 0.4 
 

0.0 0.4 

Brio 2.0   
 

-1.6 -2.6 

Qwest    
 

0.3 0.3 

Edsential 1.1 0.1 
 

0.2 -0.2 

Avenue Services 
 

  
 

0.0 0.2 

  3.7 0.5 
 

-1.1 -1.9 
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The Council is carrying potential liabilities of £4.2m, should the companies be unable to meet their 

obligations to repay outstanding loans and meet future pension payments. This includes an 

assumed increase in the loan the Council will need to extend to Brio before the end of the year. 

These liabilities will only become burdens to the Council should the companies’ become financially 

unable to meet the costs themselves.  

At present only one company (Brio) has both negative reserves and a loss making operating 

position. This reflects a higher level of risk which the Council is working with Brio to mitigate. There 

are also pressures in several of the Council’s companies which will require ongoing monitoring. 


